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The problematlc surv1val of the small, usually

prlvate college or university plagues those concerned with higher
- education in the U.S. Faculty, administrators, students and trustees

see an uncertain future for their institutions. However, changeés in
management, cost reduction, and income production enhance the chances
for survival of threatened 1nst1tut10ns. This paper reviews the

fiscal and enrollment crisis and institutional trouble- spots.- ‘
Management concepts that encourage more effective resource use are
described and instructional and operating cost- cuttlng strategles are
explained. The paper concludes with a description of income
.production methods. that empha51zes adm15510ne marketlng and
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SMALL COLLEGE MANAGEMENT: -

KEY TO SURVIVAL.
by Davrd A. Trivett

The problematic survival of the smalI usuallv private col-
lege_or university pIagues those. concerned with - higher =

educatlon in the U.S. Facuity, administrators, students and

trustees see an - uncertain - future . for their institutions.

However changes in’ management, -cost reduction,: and

income productlon ‘enhance’ the chances *for. survival of -

threatened |nst|tut|ons This ‘paper reviews the - fiscal and
enroliment: crisis and institutional trouble-spots. Manage-

" ment concepts that encourage more effective res.urce use
"“are described and instructional” and. operating cost-cuttrng
strategles are explained. The paper concludes witha descrlp‘ o
~ tion” of.

income. production’ methods that emphaS|zes
adm|sslons-market|ng and institutional uniqueness. With few

exceptions; sources are those identified in ERIC's Research -
~in Educat/on (RIE) or Current /ndex to Journals of Educat/on :

(CUE):

FINANCIAL AND ENRGLLMENT CRISIS

It is helpful to understand the; dimensions and causes of

_the’ f|nanc|a| crisis_in -higher education. Doubtful financial”
,soundness is wrdespread inhigher education 'and has
“increased- in the past few years A decline in rate of income’
‘growth or in absolute i income has occu rred concurrently with

rapidly ' rising,.costs.” Wh|le objectlves and goals. grew,
rising faculty salar|es

1 Research Currents is" ‘prepared. by the ERIC" C/ear/nghcuse -
|on: H/gher Educat/on The. George Wash/ngton Un#orsity,:
| Wash/ngton D. C‘ pursuanf to'a’ contract WIth the -
|- Education, U.S;: Departmenlt of Health,. Educat/on atd We/»,,‘ ;
fare. Poin ts of. view or op/n/ons do not necessar//y represent” 4.
_,,_:‘offICIa/ Office of Educat/on -policy.. Pub//cat/on of the series '
s made}‘possm/e by a grant from WK Ke//ogg Foundat/on {
" ’Cop/es of. ReSearch Cu rrents may be ordered from the Pub//- :

. 'Suite 780, Wash/ngton DC.

20036 at the: fo//owmg _ates “1 to 10 cop/es 15c each ove

|ncreased student aid,
‘ campus d|sturbance bills and theft and destructron boosted
i costs. Enrolimentincreases during the slxtles made colleges‘t
and unlversmes appear sound Now growth has ceased or. .
1regreSS|on occurred costs cont|nue to rise.
."f"enrollment expansron no Ionger fl“S the’ gap between expen- :
.| ditures and costs [8] In’ many: |ndustrres r|s|ng costs havei_‘
"' been overcome through increased: productrvrty But, higher
N F"educatlon ‘ista. Iabor |ntens|ve |ndustry “Product|V|ty" of:!
: . facuIty members can be lncreased 0nly sl|ght|y wrthout Ioss:j ‘
- .of student- teacher |nteract|on [7] : o

Income from ‘

The financial crisis has speC|al |mpact on smaller, private
colleges and unrversmes According to Jellema’s caicula-
tions, most. of these schooIs ‘were showing an operating
deficit by 1968-69 and were:ir. debt equal ts 26 percent of
the book value of their ‘assets. In response to deficit, they
" were borrowing money, transferrlng funds, or raising tuition.
The surveyed institutions projected increased income, but .
Iong range trends “belied . that expectation [16]. In a later
study, Jellema found:a “grave situation” ,-average projected
deficits of $104,000 had been-$131,000 in fact. Deficits were .
common’in all institutional types and geographlc regions.
He pred|cted fallure of.up to 100 institutions if ‘business as
~usual' management continued. Small private‘institutions are
severely hit because their drawing power is limited, they can
scale down operatlons only so far (and still call themselves
a coIlege) and each student loss shrinks income [17].

In a more recent- study of 48 pr|vate four- -year liberal arts
colleges, Jenny and Wynn found a worsening financial condi-
tion with.no |mprovement in: long term expendlture trends
and-continued growth in deficits. They conclude that col-
leges -have exper|enced more |nf|at|on than the economy as
‘a whole, but: produced only a little more growth. .Students
have paid for the difference between productivity and costs.
Five factors are associated with the overall financial malaise:
{1)a decllne in public confldence (2) a, change in public
‘and’ anate pr|or|t1es (lncludlng a ‘shift toward vocat|onal
ob;ectlves) (3) demands from students “and parents ‘for -
accountabrllty (4) too much powerto those without responsi- ‘
blllty in the governance of colleges.and un|versmes ‘and (5) .
poor management practlces [18].-A" study of ‘the firancial
problems and: future-'of pr|vate ‘educaiion’in” Pennsylvanla
found more lndependent schools in Penrsylvanla show.ng,

‘|- a deficit in.1970- 71, compared W|th Previous years, while the |
average school’ operated in the black Unfortunately,‘the o
f|scal lmprovement ‘was" regardod as- sholt term;: resultlng-.,

from abnormal tu|t|on |ncrease rather than from funda-u*
mental management lmprovement [48] R P el
Dlsmal reports on’ enroIIment trends for prlvate hlgher K

educatlon exacerbate the f|nanClaI scene Jellema’ surveyed” |

the appIrcat|on plcture -of 431 prlvate coIleges ‘and univer-:

:sities for:1965-66 through a’'projected 1971 -72. Over.the last " | -

ye‘ars of the 60's; rates ‘of admlsslon were ra|sed generally;’t T
,}‘_to counterbalance a lower rate of appllcatlon Still,:the /per-. R
centage of - lncrease of’ actual’ enrolIment in:small: colleges I
decllned durmg a. per|od ‘of generally lncreaslng en roIIment-_,. o

Lind hlgher educatlon The" sharpest decline was shown by
lnStltUthnS inthe two smallest size categones 1:500'and 501~ | =+

avid A Tr/vett /s a research assocrate at the ERIC C/ear/ng-

“house ‘on Higher Education.-




BAROMETERS OF INSTITUTIONAL TROUBLE

Cheit found e.everal factors usually- present where |nst|tu-
tions were net in‘financial trouble, but no SIng/e factor to
explain finarcial soundness [8]. The Survival Through
Change checklist suggests that ready signs of ill health are
apparent when one. scrutinizes students,

~Is enroliment dropping and recruitment lackadaisical or stu-
dent body ‘composition changing - without notice and
response ? Do too many chairmen shepherd tno many faculty
teachlng too few courses with too few students? Are trustees

‘ loafing .while tuition rises in |mportance as a source of

~income? Is there no |nst|tutlonal research, long- range plan-
ning, or cost analysis?- Positive answers are signs of trouble
and requnre action 142]. r

NEEDED A CHANGE TO MODERN MANAGEMENT

For institutions in tro uble to survive, a ‘fundamental change
must‘ occur: costs must match income so flnanclal solvency
prevails : [8].. The general ift of the  suggestions: to
accomplish that objective may be found in Reinert’s list of
self-heip . elements. The emphasis is on institutional self-
: scrutlny and' analysis, ranging from decisions about college

goals to steps to eliminate "'dead wood"” [37]. No element
of mstltuhonal life-can remain untouched by introspection.

{ There is near universal’ agreement with Jellema that long-
term future public support of higher educat|on rests.on gett-

ing the house in order,.on mcreaslng the efficiency of fiscal
mariagement broadly conceived [14]. In addition, most critics
would agree with Moon that serious plannrng for the future
_can not rest on expectatlons of more income. Rather, the
key ligs in"the optlmal use of resources Wlthln the campus
walls [28].

Most commentators call for |mprovement in the manage-
“ment of. mstltutlons in order.to (1) carefully analyze the rela-

" tions between the uses 0f resources and the accomplishment
- of goals; (2) seek maximum econom|es ‘with’ mtnrmal sac-
crifices’in Quality,.and ) )encourage rapld and flexible adapta-u‘
.[7,"p.1].:"Malcolm Severance -
argues that the preV|ous reluctance to accept management o
Jin; hlgher eflucatlon may ‘boil down ‘to_a’ conceptual issue.

what js an output,an |nput a.costora benef|t )
“in, the world of hloher.educatlon" For. adm|n|strators to man-‘ HE
R age ‘the reqources "of'hlgher educatton eff|c1ently, modernxf ‘

na e oc s ut|I ‘
~ma gem nt pr edure that ize s“?h concepts must be L vsmall coIIege atmosphere and per student costs to the coI-* i

- Within : modern management technlques, the systems.‘ lege W|Ilbelower [3 7]

”apprOach is'a method: of thlnklng that tr|es to |nterrelate all |
,j.varlables, base; declslon on rel|able ‘data,’ systematlcally\
evaluate outcomes of programs;. and pIan ahead. It' is par-.
tlcuIarly apt for the probIems small coIIeges face now The :

. tion'to changes in needs;..."

For exampla,

kiempIOyed [40 also’ McGrath 26]

| ses IS referred to as systems ana/yS/s Shoemaker notes that
-iwhen -the" systems approach is used:in: resource aIlocatlon,f
"”‘questlons are.:asked ‘such as what resources ‘are’ required,
1 at what t|me and pIace, to what extent and wrth what degree'

» k departments,
faculty. financing,'management and planning. For example: -

¢
3

_trim" costs:
i'solrdatlon program readaptatlon “every program earns: |ts -
Lown way, : :
: However ma;or cost reductrons can be achlevecl by looklng Al
“closely at the' |nstruct|onal budget [7].. '

~ mended to provide information needed for decisions. Better

data is potentially useful for questions of accountability and
in seeking funds [37]. Particularly-useful is research informa-
tion comparing similar-institutions and specific costs of prog-

, rams and departments-in terms of their outputs |7}

' Cist effectiveness. Traditionally, few in education have
evzluated the cost of a program in terms of resources

required againstwhat is produced |4]. Yet, the Carnegle Com-

mission observes that cost |benefit|-analysis [or cost effec-

,t/veness] is the most important step in effective resource use

[7]. How much does it cost to maintain an FTE student in
hlstory or.chemistry or to graduate a music major? Programs

~where benefits exceed costs ar€ obviously desirable, and effi-

ciency is more Ilkely if programs are ranked in nrder of cosls

1401

Budgets. ‘In hlgher education budgets have customarlly '
been used for fund ‘accounting (hence the line:item style);

. however, new concepts of budgetlng stress their role .in

decrslonmaklng about future courses of action [40]. As early

- .as 1961, Tickton proposed.‘hat colleges prepare budgets 10
" years in ‘advance. The budget prOJectlon wouId he a neutral

document for anaIys|s through which varlous assumptions
could be tried on a "what-if' basis; lmplrcatlons for cost-
cutting and income pl’OdUCthfl would be clear if the trial bud-.
get had to balance [46] More attentlon to long range plans

is lmpllClt in most systematlc budget proposaIs [10]. Maeder

provrdes an example of optlmal resource plannlng done by

- -a private institution trying to find its own - best student mix-

[25]. At least one systematic approach-to, budgeting is avail-

‘able that provides explanation, detalled forms, and flow

charts [33].
A close relation between deslrable programs and resource
allacation is: the : goal of thz.well-known program planning

. afigl bugdget systarns, or PPBS ‘approach. Goals and’ objec-

tives.‘are developed;- programs posited: to. achieve them;

"resources and ‘benefits estlmated operatlng plans: devised;
+-long-term'fiscal . effects - evaluated: programs chosen -and
".“actuated;-and resuIts ‘evaluated: Then the. process: is begun
|7 anew. The resuIt (theoretlca||y) is thatefflclency can be deter- :
mlned and successful programs related to’ Iong-term |nst|tu- :
.onal plans {30, 11,:49].. :

Smaller |nst|tut|ons must be aware of the econom/es ofﬂ

”“‘scale Astln and Lee, ina’ sympathetlc study on: the plight
~of small coIIeges recommend that each college try.to’ main- |
tam at'least: 1,000 students Students will: beneflt from the

JCUTTING cosrs

- Six; general types of. budget cutback mlght be utlltzed to N
selectlve “across the board, program con- ..

zand” central reasslgf‘ment of vacated: posmons o

Instruct/ortaf ¢ sts Because faculty saIarles ‘are:a; major"‘,:_
roportlon of budget experdltu res"

much attentlon has been'f?‘ ;




ratio by the use of a few large iecture sections [38]. His prop-
osals are often cited in contemporary studies. For example,
Jenny and Wynn argue that an increase in student-facuity
ratio will enable institutions to control per student instruc-
tional expenditures. They found: an average ratio of 12,22:1

in their 48 college’ study [18]. Numerous methods of increas- -

“ing the ratio are in use; many are described by Behrens [5].

Concrete figures on the' economic benefits of increasing the .

ratio are alst available from another financial study [48].
© In.a sl/udy desrgned to find ways to improve:instruction
and decrease costs, Bowen and Douglass consider five
modgs of instruction: With a cost simulation madel they are

able to demonstrate ‘that an eclectic. mixture of instructional |

_ plans will decrease the perstudent instructional cost Course
_proliferation is slnglled out as the chief villain (6], ‘
Costs are cut when instruction moves outofthe classroom
For example, work study’ plans provrde many advantages
learnlng occurs in'a less costly setting than the classroom:
-the capacity of:the campus: physical plant is ¢xpanded; an

increased enroliment can be served without proportronal 3

increases in. costs. Of course, a work study plan must be

carefulIy marketed and.numerous factors considered- prior -
“to its implementation. However, Rauh decuments the poten-
tial. savings from work study for those .nstrtutrons where |t‘

is feasible: [36]

Student aid expendltures As a source of rrslng costs, gtu-

dent aid expenditures are second only to instructional costs.

Increases in tost of tuition must be met by rncreased stuaant -

- aid, ‘particularly if needier students are to be attracted to the
‘school. Jenny and Wynn found u 161 percent annual com-
pound rate of increzse in student aid cost. They warn' that

. further escalation i1 aid costs wouid offset any benefits from .

more efficient operation [18].

* ~Consortia.’ Within_limits, forming or joining a cOnsortlum o
or other cooperatrve venture may: help.an institution reduce . |.
‘ lnstructlonal costs and otheroperatrng EXpenses [13 32, 50].
‘The small private college mrght meet a specific student need
,by draWIng on consortla facilities, rather than by addrng the |’
-~ facility to its own ‘budget [44]: Cooperatrve ventures canf

~increase | educat|ona| beneflts to. students promote

: heterogenelty on campus encourage |nnovatlon. |mprove_‘:_;
‘institutional abrlrty to’ attract external fundrng and lead. to:

“more efficient use of institutional resources [31]. Numerousf‘

- additional examples of: successful cooperalrve ventures can“ e

 ‘ be found.in Putting: Cooperatlonlto Work {39}

: Other strategems lncentrves are: frequently proposed as“f v
Ta budgetary device” to promote cost- -saving wnthn depart~;‘
f"ments or: unrts A percentage of budqet allo..atron not spent A
is returnud to the saver. for: ase— the: foIlowmg budget year: |
" [7). Soma approaches for savinyg:money: thrdugh personnel |
. manage nent are avarlable [27] Fm’l’y, if .oneis Iookrng for

grab bag of rnoney saving ideas, perhaps for. use as’a bud-j‘

. gut comrmttee prrmer 1319 suggestrons are avarlable [45]

INCOME PRODUCTION
Development effort

b or most smaII colIeges rncome:j
'means students UnfortUnater. optrmrstlc expectatrons for.
new students are' not warranted [15] Nor are large amounts'

‘Management skills will be necessary during the seventies:

concepts such as sales, goals, schedules. profit, productivity
witl be:commonplace [12|. As with the management of

_resources, pIannrng will be a crucial aspect of development

efforts to promote survival [1]. [Those who wish ideas on
development in smail colleges: might read Development
complled by CASC [9].]

Traditional sources of funds are still available to some
extent. Anderson observes that few institutions have good

‘fund raisirg programs. He discusses a range of techniques

that comprise a rounded fund-raising program [2{. Alumni
are still largely untapped sources of funds. Laukhuff, citing
the 18 percentaie of alunini giving, urges colleges to pursue
their alumni vigorously [23]. Trustees may not be doing their

‘part. In a variation of “the buck stops here,” usually applied

to presidents, Pray asser!s that trustees have final responsr-
bility for the fiscal health of colleges They mustdemand new
management techniques and educational breakthrough, but
primarily they must aid survival by assisting manegement

setting policy, and spOnsonng the |nstrtutron in its publlc

appeal for funds |35].

Admissions program ~or: small prrvate colleges in par-

“ticular, there is no way to- avoid the need.to attract students;

survival depends on it 13]. The admissions’ program—par-

ticularly the manner in which it is conducted—witl. _provide:
- the "necessary flow of :students. An institution about .to
. &mbark on a revised admissions program should focus on
- the -eurrent program first, asking questIOns about 'its ‘cost

effectrveness Numerou evaluatlve points are suggested by

Johnson[19 201 Forexample is the admissions effort recog-
- nized as important throughout the college? Is the program
earnlng its'way? Since there is competition for students, the :

effort to find them must be viewed as a system 143, 21). This
can be accomplrshed by viewing the admissions effort as a
marketrng program:-When .the. survival: prablém is seen
through a marketrng paradrgrn it boils down to “the concept

of uncoverrng spec|f|c needs, sat|sfylng these needs by the
‘ideveIopment of . appropriate “goods” and * services; . lettlng“
people know of their availabitity, and offerrng them at appro-
?prlate pr|ces -at the " right. time. and place 1
5pecific -aspects of marketing cah be applied: to the'admis- |
: ‘srons effort by asklng questrons such as: what are students;’
' parents and alumnr looklng for?. What. is the true nature of
‘the avarlahle product" How can:the; product be brought to."
‘ithe consumer (advertlslng, personaI sell|ng pncrng) [22]'73'
The personal touch of. concern for: students isa; demon-g \
v‘jstrated asset to'private institutions and should’ not be over- |
floolked (3] 1tis ino less |mportant in! the “marketrng effort R
‘:yet\may be: neglected—~ac when’ letters of’, |nqu1ry are ‘not-..
_‘;answered oralumm representatrvesfallto c0ntact prospectsi' .
‘[2] Once students are recrurted personal concern expressed;t’;,: o
, "},},through efforts to: retarn students ‘who are in. pers:)nal or’.|
Ll academlc olfficulty is. both f|scally and humanly sound [7}. .
R ln,tltutlonal ldentlty The frnal survnvalter‘hnlque facrlltates‘j T
i‘the n'rarketrng approach cost reductlon and better: manage-" N
. Each |nst|tut|on must frrd rts unrque |dentrty and role. |
Rrsrng costs declrnlng income; and falllng enroIlments pre-;‘a
;vent uach college frorrr berng everythrng to everybody‘They,

me

122, p.380].
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